STATE OF MAI NE Docket No. 98-620
UTI LI TI ES COW SSI ON

August 25, 1998
PUBLI C UTI LI TIES COW SSI ON NOTI CE OF RULEMAKI NG
Vol unt ary Renewabl e Resource
Research and Devel opnent Fund
(Chapter 312)

VELCH, Chairnman; NUGENT, Conmi ssioner

l. INTRODUCTION

In this Notice, we initiate a rulemaking to establish a
programto which retail consuners of electricity may voluntarily
contribute to fund renewabl e resource research and devel opnent.

During its 1997 session, the Legislature fundanentally
altered the electric utility industry in Miine by deregul ating
el ectric services and allowng retail conpetition to begin on
March 1, 2000.' The change in industry structure necessarily
i npacts the nmeans by which the State has traditionally

inplenmented its energy policy. 1In the past, utilities obtained
their mx of generation resources through a |east cost planning
process that was subject to Conm ssion oversight. In enacting

the Restructuring Act, the Legislature recognized that, because
generation services wll be deregul ated, energy policies can no

| onger be inplenmented through the regulation of utility resource
acqui sition decisions. As a consequence, the Act includes a
provi sion on renewabl e resources and an explicit pronouncenent of
| egi sl ative policy:

In order to ensure an adequate and reliable
source of electricity for Miine residents and
to encourage the use of renewabl e and

i ndi genous resources, it is the policy of
this State to encourage the generation of
electricity fromrenewabl e resources and to
diversify electricity production on which
residents of this State rely .

35-A MR S.A § 3210(1).

!An Act To Restructure the State’'s Electric Industry (the
Act), P.L. 1997, ch. 316 (codified as Chapter 32 of Title 35-A
M RS. A. 88 3201 through 3217).
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To inplenment this policy, the Legislature directed the
Comm ssion to establish a programto which retail consuners of
electricity may voluntarily contribute to fund renewabl e resource
research and devel opnent.? The Act requires the Comm ssion to
adopt a nechanism for custoners to indicate their willingness to
contribute; to provide that transm ssion and distribution (T&D)
utilities collect the contributions and forward themto the
Comm ssion; and to provide for a distribution of the funds to the
University of Maine system the Maine Maritine Acadeny or the
Mai ne Techni cal Col |l ege system

According to 35-A MR S. A 8 3210(5), the rules adopted in
this proceeding are routine technical rules pursuant to Title 5,
Chapt er 375, subsection II-A

I1. THE INQUIRY PROCESS

Prior to devel oping the proposed rule, we inquired in Docket
No. 97-584 into the issues and approaches for inplenmenting the
renewabl e resource section of the Act. W received witten
comments from the Public Advocate on behalf of nmenbers of the
El ectric Consunmers Coalition,® the State Planning Ofice, Centra
Mai ne Power Conpany, Bangor Hydro-El ectric Conpany (BHE), Mine
Public Service Conpany (MPS), Van Buren Light & Power District,
Panel a Prodan, Frederick Miunster, Coalition for Sensible Energy
(CSE), Hans N col ai sen, | ndependent Energy Producers of Mine
(IEPM, FPL Energy Maine, Mai nePower and the Union of Concerned
Scientist. After review of the witten coments, the Conm ssion
convened a technical conference to further discuss the issues
related to the renewabl e resource rules. The Public Advocate,
State Planning O fice, BHE, MPS, Mai nePower, Hydro-Qebec, |EPM
CSE, and Panel a Prodan attended the technical conference. As
Wi th our other inquiries regarding restructuring matters, the
comments and input frominterested parties hel ped us greatly to
define and address the issues necessary to inplenent the
| egi sl ative policies on renewabl e resources.

I11. DISCUSSION OF INDIVIDUAL SECTIONS

The Legi sl ature also required that each conpetitive of
el ectricity provider in the State provide no | ess than 30% of its
retail sales in the State through renewabl e resources. 35-A
MR S. A 8§ 3210(3). W wll adopt rules governing the portfolio
requi renent in a separate rul emaki ng (Docket No. 98-619).

*The Public Advocate indicated that representatives of the
Ameri can Associ ation of Retired Persons, the |Independent Energy
Producers of Miine, the Coalition for Sensible Energy, the
| ndustrial Energy Consumers G oup, and Hans Ni col ai sen
participated in discussions that led to the Public Advocate
comment s.
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A. Section 1: Purpose

The first section of the proposed rule sunmarizes the
pur pose of the Chapter as inplenenting the State’s policy to
encour age the devel opnent of renewabl e resources through the
establishment of a research and devel opnent (R&D) fund in which
custoners nmay nmake voluntary contri butions.

B. Section 2: Effective Date

Section 2 specifies that the programall ow ng for
voluntary contributions to a renewabl e resource R& fund w ||
becone effective on March 1, 2000, the date on which retai
conpetition begins.

C. Section 3: Definitions

This section contains definitions of terns used in the
proposed rule. The definitions are self-explanatory. To be
consistent wwth |egislative policy, renewable resource is defined
with reference to the fuels or technologies listed in 35-A
MR S. A 8§ 3210(2)(C.

D. Section 4: Transnission and Distribution Utility
bl i gations

Section 4 contains the obligations of T&D utilities to
adm ni ster the voluntary contribution program The proposed rule
requires each T& utility to allow for voluntary contributions to
a R&D fund through a “check-off” mechani sm whereby custoners can
choose: $1.00, $5.00, $10.00 or “other” amount. |f a custoner
chooses to nmake a contribution, the T& utility wll add the
anmount of the nonthly contribution to the custoner's bills every
month for the follow ng 12 nonths.

The proposed rule provides T& utilities with an option
of two mechanisnms to inplenent the custonmer selection: 1) the
check-off can be offered on their custoners bill; or
2) the check-off can be provided on a postcard to be nmail ed
directly to the utility. W have provided these options because,
during the inquiry process, sone utilities suggested that it
woul d be very expensive to programtheir billing conputers to
allow for a check-off nechanismon the bills. In addition to one
of the nmechani sns specified above, the proposed rule all ows
utilities to use other nethods to solicit contribution from
custoners. For exanple, a utility may consider use of the
Internet for this purpose.
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The proposed rule also requires utilities to provide
its custoners with the opportunity to choose to make voluntary
contributions at |east every quarter.

Under the proposed rule, utilities are required to
devel op educational materials to informcustoners of the
exi stence of the program and how to contribute to the fund.
Uilities must distribute the naterials to its custoners at | east
every quarter and nust submt a draft of the materials to the
Comm ssion for informational purposes at |east three weeks before
they are finalized.

Consi stent with the provisions of section 3210, T&D
utilities are required to transfer the funds to the Conm ssion
for distribution.

Finally, this section of the proposed rule specifies
that T&D utilities may recover the reasonabl e costs of
i npl enmenting the provisions of the rule fromtheir ratepayers and
that they nust report to the Comm ssion each year as to the
nunbers of custoners participating in the programand amounts of
contributions. W seek comment, however, on whether it would be
nore appropriate to pay for the utilities' costs of adm nistering
the program out of the contributions, rather then through
generally applicable utility rates.

E. Section 5: Distribution of Funds

As required by section 3210, section 5 of the proposed
rule specifies that the funds collected through the voluntary
custonmer contributions will be distributed to the University of
Mai ne system the Maine Maritime Acadeny or the Miine Techni cal
Col | ege system The proposed rule states that the funds wll be
di stributed through a grant proposal systemthat wll be
devel oped and adm nistered by the State Planning Ofice.

Finally, the section specifies that the State Planning O fice
will provide a status report to the Comm ssion each year
describing the grants provi ded under the program

F. Section 6: \Wiver or Exenption

This section contains the Conm ssion’s standard
| anguage for a waiver or exenption fromthe provisions of the
Chapter that are not inconsistent with its purposes or those of
Title 35-A
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G Section 7: Tax Status

We seek comrent on whether contributions to the
voluntary R&D fund under the proposed rule would be tax-exenpt or
t ax-deductible. [If the contributions would not be tax-exenpt or
t ax-deductible, or if the matter of tax status is unclear, we ask
for comrent on whether the proposed rule can be nodified or the
program structured so that contributions would be exenpt or
deducti ble fromtaxes.

1V. RULEMAKING PROCEDURES

This rul emaking will be conducted according to the
procedures set forth in 5 MR S. A 88 8051-8058. A public
hearing on this matter will be held on Septenber 24, 1998 at
9:00 a.m in the Public Uilities Conm ssion hearing room?*
Witten comments on the proposed rule may be filed until
Cct ober 5, 1998. However, the Conmm ssion requests that comments
be filed by Septenber 21, 1998 to allow for follow up inquiries
during the hearing; supplenental cormments may be filed after the
hearing. Witten comments should refer to the docket nunber of
this proceedi ng, Docket No. 98-620, and sent to the
Adm nistrative Director, Public UWilities Conm ssion, 242 State
Street, 18 State House Station, Augusta, Mine 04333-0018.

Pl ease notify the Comm ssion if you need speci al
accommodati ons to make the hearing accessible to you by calling
1-287-1396 or TTY 1-800-437-1220. Requests for reasonable
accommodat i ons nust be received 48 hours before the schedul ed
event .

In accordance with 5 MR S. A 8 8057-A(1), the fiscal inpact
of the proposed rule is expected to be mninmal. The Conm ssion
invites all interested persons to coment on the fiscal inpact
and all other inplications of the proposed rule.

The Adm nistrative Director shall send copies of this order
and proposed rule to:

1. All electric utilities in the State;

2. Al |l persons who have filed with the Comm ssion within
the past year a witten request for Notice of Rul enaking;

“The Commi ssion will hold three rul enmaki ng hearings rel ated
to renewabl e resources in the followi ng order: portfolio
requi renent (Docket No. 98-619), voluntary research and
devel opnment fund (Docket No. 98-620), and net energy billing
(Docket No. 98-621).
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3. Al'l persons on the Comm ssion s |list of persons who
Wi sh to receive notice of all electric restructuring proceedi ngs;

4. Al'l persons on the service list or who filed comments
in the Inquiry, Public Uilities Comm ssion, Inquiry into a
Renewabl e Resource Portfolio Requirenent, Docket No. 97-584;

5. Al'l persons on the service list or who filed comments
in the Inquiry, Public Uilities Commssion, Inquiry into an
Inquiry into Effects of Restructuring on Contracts between
Qualifying Facilities and Electric Utilities, Docket No. 97-497;

6. The Secretary of State for publication in accordance
with 5 MRS A 8 8053(5); and

7. The Executive director of the Legislative Council,
State House Station 115, Augusta, Miine 04333 (20 copies).

Accordi ngly, we

ORDER

1. That the Admi nistrative director send copies of this
Notice and attached proposed rule to all persons |listed above and
conpile a service list of all such persons and any persons
submtting witten coments on the proposed rule.

2. That the Adm nistrative Director send a copy of this
Notice of Rulemaking to the Secretary of State for publication in
accordance with 5 MR S. A 8§ 8053.

Dat ed at Augusta, Mine this 25th day of August, 1998.

BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COWMM SSI ONERS VOTI NG FOR: Wl ch
Nugent



